STATE OF MICHIGAN

RICK SNYDER STATE BUDGET OFFICE JOHN S. ROBERTS

GOVERNOR LANSING DIRECTOR
May 28, 2015

The Honorable Dave Hildenbrand, Chair The Honorable Al Pscholka, Chair

Senate Appropriations Committee House Appropriations Committee

Michigan State Senate Michigan House of Representatives

State Capitol State Capitol

Lansing, Michigan 48909 Lansing, Michigan 48909

Dear Legislators:

Attached is the monthly financial report for the month ending April 30, 2015.
This report is submitted pursuant to MCL 18.1386. This report can also be found on

the Internet at the following address:

www.michigan.gov/budget under “Financial Reports”.

If you have questions concerning the information in this report, please contact
this office.

Sincerely,

60h/ns. Roberts
State Budget Director

.

Attachment

c¢: Governor Rick Snyder House Fiscal Agency
Randy Richardville, Sen. Maj. Leader Jack Brandenberg, Chair, Senate Finance Com.
Gretchen Whitmer, Senate Min. Leader Jeff Farrington, Chair, House Tax Policy Com.

Jase Bolger, Speaker of the House Beth Clement, Deputy Chief of Staff

Tim Greimel, House Min. Leader Dick Posthumus, Executive Office

Senate Appropriations Committee Mike Moody, Office of Financial Management
House Appropriations Committee Nancy Duncan, Deputy State Budget Director
Senate Fiscal Agency Internal State Budget Office Distribution
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GENERAL FUND, GENERAL PURPOSE
Fiscal Year 2015
Projected Revenues and Expenditures
April 30, 2015

(3 in millions}
FISCAL
2015

[Beginning Balance, October 1, 2014 seo one-time revenue |
Current Year GF/GP Revenues, January 2015 Consensus Estimate $ 9,501.4
Revenue Adjustments:

Local Government Program Payments $ {459.2)

General Fund share of HMO use tax collections - PA 161 of 2014 $ 373.7

Venture Michigan Fund tax vouchers $ (38.1)

Other revenue adjustments $ 3.0

Subtotal Additional Revenue Adjustments $ (120.6)

Total FY Resources Available For Expenditure GF/GP - Ongoing 9,380.8
Expenditures, Current Law:

FY 2015 Enacted with Veloes $ 9,599.3
Total Expendifures Projected - Ongoing $ 9,599.3
|Current Year Revenues minus Ongoing Costs $ (218.5)]
Beginning Balance {One-Time Revenue)} $ 3064
Local Government Program Payments $ (8.8)
Total FY Resources Available For Expenditure GF/GP - One-Time $ 297.6

One-Time Spending ltems:
PA 182, PA 252, PA 281, PA 282, PA 318, PA 356, and PA 414 of 2014;

PA 5 and PA 6 of 2015 $ 192.8
Executive Order 2015-5 $ {106.4)
Work project lapse directive {letter 2/11/2015) $ (6.6)
Anticipated lapses $ (3.7)
One-Time Revenue minus One-Time Spending $ 221.5

$ 30] ¢

{Projected Ending Balance, September 30, 2015

! Subsequent to the date of this report, on May 15, 2015, the Consensus Revenue Estimating Conference (CREC) convened and

determined general fund revenues fo be $223.5 miliion above the January 2015 consensus revenue gstimate. Additionally, the CREC
established forecasts for Medicald expenditures, human services caseloads and expenditures, and public school pupil counts. Based

on the officlal forecast of revenues and expenditures, the eslimated fiscal year end balance is $219.9 million.



School Aid Fund
Fiscal Year 2015
Projected Revenues and Expenditures

April 30, 2015
{$ in millions)
FISCAL
2015
|Beginn|ng Balance , October 1, 2014 see one-time revenue |
Current Year School Aid Fund Revenues, January 2015 Consensus Estimate $ 11,889.1
Revenue Adjustments:
Use Tax Revision {PA 161 of 2014) % 186.8
Venture Michigan Fund $ {11.9)
MPSERS Reserve Fund 3 18.0
General Fund $ 114.9
General Fund Supplemental (PA 5 of 2015) $ (81.2)
Federal Revenue $ 1,808.2
Subtotal Additional Revenue Adjustments $ 2,034.8
Total FY Resources Available for Expenditure School Ald Fund $ 13,923.9
School Aid Ongoing Costs
PA 196 of 2014 $ 13,494.1
PA 5 of 2015 $ {93.8)
Community Colleges Ongoing Costs
PA 196 of 2014 $ 197.6
Universities Ongoing Costs
PA 196 of 2014 $ 200.5
PA 5 of 2015 3 20
Total School Aid Fund Ongoing Costs Projected $ 13,800.4
[Current Year Revenues minus Ongoing Costs $ 123.5 |
Beginning Balance {One-Time Revenue) $ 4551
One-Time Spending Items
PA 196 of 2014 School Aid $ 376.2
PA 5 of 2015 Schoaol Aid $ {89.8)
PA 5 of 2015 Community Colleges $ 167.1
PA 196 of 2014 Higher Educalion $ 4.0
One-Time Revenue minus One-Time Spending $ (2.6)
IProjected Ending Balance, September 30, 2015 $ 120.8 |

On May 15, the consensus revenue estimating conference estimated $5.9 million less of FY2015 revenues will be avaitable and
increased the estimated impact of the use tax revision contained in PA 161 of 2014 by $6.3 million. A reduction in costs of $10.0
million was also estimated. All of these changes result in a revised projected ending balance of $131.2 million.
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ESTIMATED BALANCE OF STATE PAYMENTS

Payments to local
units of government

Total state spending
from state resources

Percentage of state
spending from state
resources paid to
local units

Required payments to
focal units (48.97%)

Surplus/(deficit)

Fiscal Year 2015
April, 2015
($ IN MILLIONS)

TO LOCAL UNITS OF GOVERNMENT

INITIAL EXEC. ORDER TOTAL
APPROPRIATIONS and APPROPRIATIONS
SUPPLEMENTALS YEAR-TO-DATE

16,560.3 (139.6) 16,420.7
30,143.5 (297.4) 29,846.1

54.94% 55.02%
14,761.3 14,615.6
$1,799.0 $1,805.1



STATE OF MICHIGAN
YEAR-TQ-DATE STATEMENT OF REVENUES AND EXPENDITURES
COUNTER - CYCLICAL BUDGET AND ECONOMIC STABILIZATION FUND
October 1, 2014 Through April 30, 2015
{in thousands}

REVENUES
Miscellaneous $ 17,769
Total Revenues 17,769
EXPENDITURES
Current:

General government -
Total Expenditures 113

Excess of Revenues over (under)
Expenditures 17,687

OTHER FINANCING SOURCES (USES)

Transfers from other funds 54,833
Transfers to other funds -

Total Other Financing Sources {Uses) 54,833
Excess of Revenues and Other Sources

over {under) Expenditures and
Other Uses $ 72,490 !

1 Balance does not reflect closing adiustments such as accounts recelvable,
accounts payable, efc.



STATE OF MICHIGAN

YEAR-TO-DATE STATEMENT OF REVENUES AND EXPENDITURES
MICHIGAN NATURAL RESOURCES TRUST FUND

October 1, 2014 through Aprit 30, 2015

{(in thousands)
REVENUES

Taxes

From federal agencies
From licenses and permits
Miscellaneous

Total Revenues
EXPENDITURES

Current:
General government
Conservation, environment,
recreation, and agriculture
Capital outlay

Total Expendiiures

Excess of Revenues over (under)
Expenditures

OTHER FINANCING SOURCES (USES)
Proceeds from bond issues

Proceeds from sale of capitat assets
Transfers from other funds

17,302

17,302

1,812

1,173

6,883

9,667

7,634

Transfers to other funds (18)
Total Other Financing Sources {Uses) {18}
Excess of Revenues and Other Sources
over {under) Expenditures and
Other Uses $ 7616 '

' Balance does not reflect ciosing adjustments such as accounts receivable,
accounls payable



REVENUE OVERVIEW
Office of Revenue and Tax Analysis
Michigan Department of Treasury

This Monthly Financial Report to the Legislature presents the Michigan State government's economic
situation and cash collections for April 2015, representing some March and some April economic

activity in Michigan.

Total General Fund - General Purpose cash collections were $78.3 million (8.6 percent) lower in April
2015 than in April 2014. The April 2015 School Aid Fund cash collections were $77.2 million (8.5
percent) higher than in April 2014, April 2015 transportation collections were $0.1 million (0.1 percent)
lower than in April 2014 (see revenue table). April is the seventh month of the state’s fiscal year (FY).
Year-to-date collection totals generally provide a more accurate view of collections, since they are less
affected by the timing of payments. Year-to-date General Fund - General Purpose cash collections are
up $272.2 million (5.4 percent) from a year ago. School Aid Fund cash collections are up $547.2
million (8.2 percent) and transportation collections are up $26.9 million (2.2 percent).

The FY 2014-15 revenue projections presented in the revenue table on page 9 are from the Consensus
Revenue Estimating Conference held on January 16, 2015. The revenue estimate for net General
Fund — General Purpose revenue for FY 2014-15 is $9,501.4 million and the net School Aid revenue
forecast is $11,889.1 million. The Transportation Funds revenue forecast is $2,204.3 million. The next
regularly scheduled Consensus Revenue Estimating Conference will be on May 15, 2015.

Octoberthrough April Collections
FY 2013-14andFY 2014-15

$7.183
$6.636
o $5.042 _$5.314
(Ve
o
77}
[=
0
=
$1.210  $1.237
GF-GP Revenue School Aid Revenue Transportation Rev.
Office of Revenue and Tax Analysis BEY201344  BFY201416



Millionsof $

Biltions of $

April Revenue Collections
FY 2013-14andFY 2014-15

$664

$116

-$88

SBTMBTICIT Income Withholding

Office of Revenue and Tax Analysis

October through April Collections

$695

$605 574

$207  $214

Sales

FY 2013-14andFY 2014-15

$4.904 $5.117

$0.200 0,065

$4.057 $4.160

SBTMBT/CIT Income Withholding

Office of Revenue and Tax Analysis

Lottery Sales

BFY 201314 BPEY 201448

$1.516 $1.600

Sales

Lottery Sales

BFY 201344 BFY 201415
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Economic Highlights
(All data seasonally adjusted unless otherwise noted.)

U. 8. Economy

Index of Consumer Sentiment
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Source: University of Michigan, Survey Research Cenler

The Index of Consumer Sentiment increased in April to 95.9 index-points, 2.9 index-points above the
March value and 11.8 index-points above April 2014. On the increase in confidence, Survey Director
Richard Curtin noted, “Consumer confidence remained unchanged in late April at its second highest
level since 2007. The data provide no indication of falling confidence; indeed, the Sentiment Index has
recorded a higher average level during the last five months than anytime since May 2004. The very
small changes recorded in late April involved slightly less favorable assessments of current economic
conditions and slightly more favorable expectations for future economic conditions. Overall, however
unwillingly, consumers have adjusted to a new era of slow economic growth accompanied by low
inflation and low interest rates.” Curtin observed, "Although recent gains in jobs and incomes have
prompted the most favorable personal financial expectations in eight years, consumers’ assessments of
their financial situation are still far below the peaks recorded in earlier decades. Consumer optimism
has become increasingly dependent on the persistence of low inflation and low interest rates as well as
slowly improving prospects for jobs and incomes.” On buying attitudes, Curtin reported, “Vehicle
buying conditions remained quite positive largely due to favorable references to interest rates as well as
low gas prices (which will tilt sales more toward larger, less fuel efficient vehicles).” In April, consumers
in all four regions reported an increase in confidence. Midwestern consumers reported an increase of
6.1 index-points followed by Southern consumers with an increase in confidence at 3.2 index-points.
The gap across regions decreased from last month to 9.0 index-points, with Northeastern consumers
on top and Western consumers on the bottom.

The advance estimate of real Gross Domestic Product for the first quarter of 2015 is $16,304.8 billion
(chained 2005 dollars), an increase of 0.2 percent at an annual rate. In the fourth quarter of 2014, real
gross domestic product increased 2.2 percent. The slight increase in first quarter real GDP was mainly
due to personal consumption expenditures and private inventory investment. Imports, which are a
subtraction in calculating GDP, increased. Real personal consumption expenditures increased 1.9
percent in the first quarter, compared to a 4.4 percent increase in the fourth quarter. Real residential
fixed investment increased 1.3 percent in the first quarter compared to an increase of 3.8 percent in the
fourth quarter. Real nonresidential fixed investment decreased 3.4 percent in the first quarter while real
equipment expenditures increased 0.1 percent. Real federal government expenditures increased 0.3
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percent in the first quarter, compared to a 7.3 percent decrease in the fourth quarter. Real state and
local government spending decreased 1.5 percent in the first quarter, compared to a 1.6 percent
increase in the fourth quarter. Exports of goods and services decreased 7.2 percent in the first quarter,
compared to a 4.5 percent increase in the fourth quarter. Imports increased 1.8 percent in the first
quarter compared to an increase of 10.4 percent in the fourth quarter. Private inventory investment
increased $110.3 billion in the first quarter, following an $80.0 billion increase in the fourth quarter.
Real final sales decreased 0.5 percent in the first quarter compared to an increase of 2.3 percent in the
fourth quarter. On the inflation front, the implicit price deflator decreased 0.1 percent in the first
guarter compared to a 0.2 percent increase observed in the fourth quarter.

U. 8. retail prices, as measured by the Consumer Price Index (CPI-U), increased 0.2 percent in
March, the same as February. Energy prices increased 1.1 percent in March, up from a 1.0 percent
increase in February, while the all-items less food and energy component increased 0.2 percent in
March. Compared to March 2014, the all-items index decreased 0.1 percent. For major component
groups, the unadjusted changes from one year ago were: food and beverages, 2.3 percent; medical
care, 2.5 percent; apparel, -0.5 percent; education and communication, 0.3 percent; other goods and
services, 1.4 percent; recreation, 0.1 percent; housing, 1.9 percent; and transportation, -8.5 percent,
with gasoline prices down -29.2 percent.

Selected Key Interest Rates
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Short-term interest rates increased 0.01 percentage point in April as the 3-month Treasury bill (T-bil})
rate was 0.03 percent. Compared to one year ago, the T-bill rate was down 0.01 percentage point.
The Aaa corporate bond rate, a long-term interest rate, decreased 0.12 percentage point to an interest
yield of 3.52 percent in April. The Aaa bond yield was down 0.72 percentage point from its year-ago
level. The interest rate on High-grade municipal bonds increased 0.11 percentage point from the
March level to 3.40 percent in April and was down 0.62 percentage point from its year-ago level. The
Federal Open Market Committee kept the target range for the federal funds rate between 0 and 0.25
percent at the April 29th meeting. The FOMC stated “the Committee today reaffirmed its view that the
current 0 to ¥ percent target range for the federal funds rate remains appropriate. In determining how
long to maintain the current 0 to % percent target range for the federal funds rate, the Committee will
assess progress — both realized and expected — toward its objectives of maximum employment and 2
percent inflation.” The Committee “seeks to foster maximum employment and price stability.”

In April, the U. 8. unemployment rate decreased 0.1 percentage point from a month ago to 5.4

percent and was 0.8 percentage points lower than a year ago. Civilian employment totaled 148.5
million persons in April. The number unemployed was 8.5 million nationwide.
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Unemployment Rates 2011 - 2015
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In April, the Michigan jobless rate decreased 0.2 percentage point to 5.4 percent from February. The
April unemployment rate is 2.1 percentage points below the year ago level. Michigan's jobless rate
matched the U.S. for the first time since September 2000. In April, the labor force fell 6,000 to
4,741,000, while the number of people employed increased by 3,000 to 4,483,000. In April, there were
257,000 unemployed people. Meonthly unemployment rates fluctuate in part due to statistical sampling
errors.

Detroit retail prices, as measured by the Detroit Consumer Price Index (CPl-U), decreased 0.7
percent from December to February compared to a 1.8 percent decrease from October to December.
The all-items less food and energy index increased 0.2 percent from December to February. The food
index decreased 0.2 percent from December to February while the energy index decreased 9.1
percent. Compared to February 2014, the all-items index decreased 1.8 percent. For individual
component items, the changes from one year ago were: food and beverages, 2.7 percent; apparei, -8.4
percent; education and communication, 1.4 percent; transportation, -2.6 percent; recreation, -0.2
percent; medical care, -5.4 percent; housing, 0.5 percent; and other goods and services, -2.7 percent.
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Motor Vehicle Sector
U. 8. Light Vehicle Sales
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U.S. light vehicle sales (cars + light trucks) decreased 3.5 percent in April compared to March, selling
at a 16.5 million unit seasonally adjusted annual rate. Domestic car sales decreased 2.9 percent from
March while domestic light truck sales decreased 3.7 percent. Import car sales decreased 8.4 percent
while import light truck sales increased 2.4 percent. Compared to last year, light vehicle sales
increased 3.1 percent. Domestic car sales increased 0.5 from the year ago level while domestic light
truck sales increased 5.1 percent. Import car sales were down 10.0 percent from last year while import
truck sales increased 23.4 percent. As a result, the domestic share of U.S. light vehicle sales
increased 0.1 percentage point from a year ago. For fiscal year 2015 year-to-date, domestic light
vehicles recorded a 79.6 percent share of a 16.6 million-unit market.

Michigan motor vehicle production decreased to 204,040 units in April from 224,937 units in March.
From a year ago, motor vehicle production increased 4.2 percent in Michigan and increased 1.2
percent nationally. In April, Michigan's car production was 71,866 units while the state's truck
production was 132,174 units. Compared with a year ago, car production increased 32 percent in
Michigan and increased 5 percent nationwide. The state's truck production decreased 6 percent while
national truck production decreased 1 percent from a year ago. Michigan motor vehicle production data

are not seasonally adjusted.

Michigan Motor Vehicle Production
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Summary Estimates of the Constitutional Revenue Limit
Based on the January 16, 2015 Consensus Revenue Agreement
(Article IX, Section 26)

(in millions)

Fiscal Year Fiscal Year Fiscal Year

2012-13 2013-14 2014-15
Actual Estimate Estimate
Applicable Calendar Year Personal Income $358,152 $378,443 $386,471
Section 26 Base Ratio 9.49% 9.49% 9.49%
Revenue Limit $33,088.6 $35,914.2 $36,676.1
Revenue Limit $33,988.6 $35,914.2 $36,676.1
State Revenue Subject to Limit $27,441.1 $27,189.9 $28,168.3
Amount Under (Over) Limit $6,547.6 $8,724.4 $8,507.8

Sources:

Personal Income Estimate

The FY 2012-13 calculation uses the official personal Income estimate for calendar year 2011t {Survey of Current Business, Cctober 2012).
The FY 2013-14 calculation uses the official personal income estimate for calendar year 2012 (Survey of Current Business, Cclober 2013).
The FY 2014-15 calcutation uses the official personal income estimate for calendar year 2013 (Survey of Current Business, Oclober 2014).

Revenue Subject to the Limit

The FY 2012-13 calculation uses the State of Michigan Statement of Revenue Subject to Constitutional Limilation - Legal Basis for the Fiscal Year Ended Seplember 30, 2013.

‘The FY 2013-14 calculation uses the January 18, 2015 Consensus Revenue Agreement.
The FY 2014-15 calculation uses the January 16, 2015 Consensus Revenue Agreement.

Column detail may not add to totals because of rounding

Prepared By Office of Revenue and Tax Analysis, Michigan Depariment of Treasury
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